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minimum portion of the claimed exempt proceeds to be paid to 
unsecured creditors and administration costs. The agreement also 
provided	that,	if	the	exemption	was	not	allowed	by	the	court,	the	
full amount of the unsecured portion of the proceeds would be 
paid. After the agreement was reached, the checks of the proceeds 
were	turned	over	to	the	FSA.	The	creditor	argued	that	the	proceeds	
were	no	longer	property	of	the	debtor	and	that	the	dispute	over	the	
exemption was moot. The court held that payment of the checks 
to	the	FSA	did	not	override	the	stipulated	agreement	nor	govern	
the eligibility of the unsecured proceeds for the exemption. In re 
Seifert, 2015 Bankr. LEXIS 1723 (Bankr. 8th Cir. 2015).
CHAPTER 12
 PLAN. The	debtor	had	obtained	a	confirmed	plan	but	the	debtor	
defaulted	on	plan	payments.	The	debtor	then	propo	sed	a	modified	
plan	which	provided	for	the	sale	of	the	farm	land	for	the	amount	of	
the secured claims against the farmland. The trustee and a secured 
creditor	objected	to	the	debtor’s	plan.	The	objecting	creditor	filed	
a	competing	plan	which	provided	for	the	sale	of	the	farmland	with	
a	price	$100,000	above	the	amount	owed	to	the	secured	creditors.	
The	creditor’s	plan	was	objected	to	by	the	trustee	and	the	debtor.	
The trustee proposed an auction of the farmland to the highest 
bidder and the bankruptcy court agreed. The farmland was sold 
at	 auction	 to	 the	 objecting	 creditor	 for	 $200,000	more	 than	 the	
secured claims against the land. After the sale, the buyer agreed to 
pay	$3,000,000	for	the	farmland,	$400,000	more	than	the	debtor’s	
original amended plan. The buyer owned a facility surrounded by 
the	debtor’s	farmland	and	owned	an	easement	over	the	farmland	
for access to the facility. The buyer admitted that the bid for the 
farmland	was	made	to	protect	the	investment	in	the	facility.	The	
court found much of the testimony by the debtor to support the 
debtor’s amended plan to be inaccurate and incomplete. The debtor 
wanted to sell the farmland to a company with which the debtor had 
an agreement for a lease of the farmland under which the debtor 
would	continue	to	farm	the	land	and	provide	income	for	the	rest	of	
the	Chapter	12	plan.	The	court	held	that	the	debtor	failed	to	provide	
sufficient	evidence	that	the	debtor’s	amended	plan	was	feasible	and	
would	provide	sufficient	funding	of	the	plan.	In	addition,	the	court	
noted	that	the	debtor	failed	to	timely	file	amended	schedules	and	
other	filings	and	that	the	debtor’s	plan	contained	continued	risks	
that	 the	unsecured	 creditor	would	 receive	 less	or	nothing	 if	 the	
debtor’s	 farming	operation	under	 the	 lease	 failed	 to	provide	 the	
projected	income.	However,	the	court	found	that	the	proposed	sale	
to	the	creditor	would	(1)	remove	the	risk	of	payments	to	unsecured	
creditors,	 (2)	 substantially	 increase	 the	 payments	 to	 unsecured	
creditors,	and	(3)	give	the	purchasing	creditor	protection	for	the	
value	of	 the	creditor’s	secured	and	unsecured	claims.	The	court	
held	 that	 the	creditor’s	proposed	plan,	providing	 for	 sale	of	 the	
farmland	to	the	creditor	at	$3	million,	was	confirmed.	In re Colby, 
2015 Bankr. LEXIS 1609 (Bankr. W.D. La. 2015).
FEDERAL TAX
 SALE OF CHAPTER 12 PROPERTY. The debtors, husband 
ANIMALS
 COWS. The	plaintiff	was	injured	when	the	plaintiff’s	truck	hit	a	
cow owned by the defendant on the highway. The plaintiff alleged 
negligence by the defendant in failing to properly maintain the 
enclosures for the defendant’s dairy cows. Although the plaintiff 
did	 not	 present	 direct	 evidence	 of	 improper	 fencing,	 there	was	
testimony by two employees of a manure hauling company that 
indicated	that	they	may	have	allowed	the	cow	to	escape	or	at	least	
failed	to	capture	the	cow	before	leaving	the	premises.	There	was	
evidence	that	the	defendant’s	cows	had	escaped	in	the	past,	either	
through human error or the cows’ own ability to unlock gates. The 
defendant	sought	summary	judgment	on	the	basis	that	the	plaintiff	
had	no	direct	evidence	of	negligent	behavior	by	the	defendant	or	
the defendant’s employees and the basis that the defendant was not 
liable for the negligence of the manure hauler’s employees. The 
plaintiff argued that the relationship between the manure hauler 
and	the	defendant	was	extensive	enough	to	consider	the	hauler’s	
employees	 as	 agents	 of	 the	 defendant.	Under	K.S.A.	 §	 47-122,	
it	 is	unlawful	 for	any	 livestock	 to	 run	at	 large.	Under	K.S.A.	§	
47-123,	any	owner	whose	livestock	runs	at	large	in	violation	of	
Section	47-122	is	liable	for	all	damages	resulting	therefrom,	and	
any	person	 so	 injured	 shall	have	a	 lien	on	 the	 livestock	 for	 the	
amount	of	such	damages.	The	court	held	that	the	plaintiff	provided	
sufficient	evidence	to	raise	an	issue	of	material	fact	for	a	jury	to	
decide that the defendant failed to exercise due care in the fencing 
of	the	cows,	either	in	the	use	of	the	proper	gates	or	the	supervision	
of employees and other persons using the gates. The court also 
held	that	the	plaintiff	had	provided	sufficient	evidence	to	raise	an	
issue of material fact as to the relationship between the defendant 
and the manure hauler. The court noted that the hauler’s employees 
were	constantly	working	at	the	dairy,	worked	under	the	supervision	
of the defendant’s employees and worked under rules set by the 
defendant.	The	court	denied	summary	judgment	for	the	defendant.	
Sage v. Bird City Dairy, LLC, 2015 U.S. Dist. LEXIS 55785 (D. 
Kan. 2015).
 
BANKRUPTCY
GENERAL
 EXEMPTIONS.
 EARNINGS. The	debtor	filed	for	Chapter	12	and	identified	one	
of the assets as the proceeds from the sale of crops. The proceeds 
were	 subject	 to	 the	 secured	 claims	 of	 the	FSA	 and	 the	 debtor	
claimed	an	exemption	in	most	of	the	proceeds	under	Minn.	Stat.	
§	550.37(13)	as	exempt	earnings.	Another	creditor	and	the	trustee	
objected	to	the	exemption;	however,	the	creditor,	trustee	and	the	
debtor	stipulated	an	agreement	which	provided	for	a	negotiated	
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and	wife,	filed	 for	Chapter	12	and	obtained	a	 confirmed	plan.	
The	plan	provided	“Debtors	owe	claims	to	the	United	States	of	
America	acting	by	and	through	the	Internal	Revenue	Service	and	
to the State of Iowa acting by and through the Iowa Department 
of	Revenue	for	income	taxes	arising	from	the	sale	of	farm	assets	
used	in	Debtors’	farming	operation	(machinery)	in	calendar	year	
2010;	 and	 (land)	 that	 this	Court	 has	 approved	 a	 sale	 that	will	
close in 2011. In addition, the Debtors will owe income taxes 
for depreciation recapture when they sell milking equipment and 
grain	bins	post-confirmation	and	pay	the	proceeds	to	Farm	Credit	
Services	of	America	.	.	..	The	amount	of	these	tax	claims	shall	be	
classified,	treated	and	discharged	as	unsecured	claims,	and	shall	
be calculated by subtracting that amount of tax resulting on the 
income tax return, as if the taxable income for the sale, exchange, 
transfer or other disposition of the farming asset was excluded 
from the tax return, and from the tax resulting had the taxable 
income been reported on the Debtors’ return.” The debtors argued 
that	 items	and	 land	 transferred	post-petition	 in	2010	and	2011	
would	be	treated	as	unsecured	claims	under	11	U.S.C.	§	1222(a)(2)
(A).	The	IRS	ignored	the	plan	provisions	and	assessed	taxes	based	
on the gain from the sales of farm assets included in the Chapter 
12 bankruptcy. The debtors sought to hold the IRS in contempt for 
violation	of	the	confirmed	plan.	The	IRS	argued	that	Section	1227	
does	not	bind	the	IRS	to	the	confirmed	plan	provisions	because	
the	IRS	was	not	a	creditor	in	the	Chapter	12	and	the	confirmed	
plan	provision	regarding	the	treatment	of	the	taxable	gain	from	
the	sale	of	farm	assets	involved	only	post-petition	taxes.	The	court	
agreed,	noting	that	Section	101(10)	defines	creditors	as	an	“entity	
that has a claim against the debtor that arose at the time of or 
before the order for relief concerning the debtor.” In addition, the 
court cited Hall v. United States, 2012-1 U.S. Tax Cas. (CCH) ¶ 
50,345, 132 S. Ct. 1882 (2012)	which	held	that	post-petition	sales	
of farm assets in a Chapter 12 case were not entitled to Section 
1222 treatment because no estate existed to incur the tax from the 
sales. Thus, the court held that the IRS assessment of taxes from 
the	sale	of	farm	assets	during	the	bankruptcy	case	did	not	violate	
the	confirmed	plan.	In re Legassick, 528 B.R. 777 (Bankr. N.D. 
Iowa 2015).
 
ENVIRONMENTAL LAW
 CLEAN WATER ACT. The plaintiff owned a cattle ranch 
which	included	a	small	non-continuous	creek	which	ran	into	a	
non-navigable	stream	which	eventually	ran	into	a	navigable	river.	
The plaintiff applied for a permit from the Corps of Engineers 
to build a dam across the creek to create a pond for watering the 
plaintiff’s cattle. The plaintiff became impatient and built the dam 
before the permit was ruled upon and the EPA issued a compliance 
order	to	remove	the	dam.	33	U.S.C.	§	1362(7)		provides,	“The	
term	‘navigable	waters’	means	the	waters	of	the	United	States,	
including	the	territorial	seas.”	33	C.F.R.	§	328.3	and	40	C.F.R.	
§	232.2.	 state	 that	“waters	of	 the	United	States”	 include	“[a]ll	
other	waters	such	as	intrastate	lakes,	rivers,	streams	(including	
intermittent	 streams),	mudflats,	 sandflats,	wetlands,	 sloughs,	
prairie potholes, wet meadows, playa lakes, or natural ponds, the 
use, degradation or destruction of which could affect interstate 
or	foreign	commerce	including	any	such	waters:	(i)	which	are	or	
could	be	used	by	interstate	or	foreign	travelers	for	recreational	
or	 other	 purposes;	 or	 (ii)	 from	which	fish	or	 shellfish	 are	 or	
could	be	taken	and	sold	in	interstate	or	foreign	commerce;	or	
(iii)	which	are	used	or	could	be	used	for	industrial	purpose	by	
industries	 in	 interstate	 commerce.”	 33	C.F.R.	 §	 328.3(a)(3).	
Covered	waters	also	include	“tributaries”	of	waters	of	the	United	
States.	33	C.F.R.	§	328.3(a)(5),	although	the	regulations	do	not	
explain what is or is not a tributary. The court noted that this case 
involved	a	tributary	to	tributary	of	a	navigable	water.	However,	
the	court	found	that	there	was	substantial	evidence	to	support	a	
finding	that	the	creek	was	a	relatively	permanent	body	of	water	
as required by the U.S. Supreme Court in Rapanos v. United 
States, 547 U.S. 715 (2006). The court noted that the stream 
was	 identified	 on	U.S.	Geological	 Survey	maps	 since	 1982,	
the creek supplied enough water to create a pond, and much 
of	the	creek	below	the	dam	flowed	continuously	with	several	
“flow	events”	 each	year.	Thus,	 the	 court	 held	 that	 there	was	
sufficient	evidence	to	show	a	material	issue	of	fact	and	to	make	
a	summary	judgment		for	the	plaintiff	inappropriate.	However,	
the plaintiff also raised the issue of the pond qualifying for an 
exemption	under	33	U.S.C.	§	1344(f)(1)(C)	 for	 stock	ponds.	
The court noted that an exception to the exemption exists to 
override	the	exemption	if	the	construction	of	the	pond	includes	
placing	material	 “into	 the	navigable	waters	 incidental	 to	any	
activity	having	as	its	purpose	bringing	an	area	of	the	navigable	
waters	into	a	use	to	which	it	was	not	previously	subject,	where	
the	flow	or	circulation	of	navigable	waters	may	be	impaired	or	
the	reach	of	such	waters	be	reduced.”	33	U.S.C.	§	1344(f)(2).	
The	evidence	showed	that	some	of	the	pond	water	was	going	
to be sold by a neighbor for hydraulic fracking and the plaintiff 
had not shown that the pond was used to water the plaintiff’s 
cattle.	Therefore,	summary	judgment	for	the	plaintiff	was	not	
proper	until	the	factual	issues	were	resolved.	Eoff v. EPA, 2015 
U.S. Dist. LEXIS 65379 (E.D. Ark. 2015).
FEDERAL FARM
PROGRAMS
 NO ITEMS.
 FEDERAL ESTATE
AND GIFT TAXATION
  GENERATION SKIPPING TRANSFERS.		An	irrevocable	
trust was set up prior to September 25, 1985 for the settlor’s 
grandchild. The trust purchased and maintained life insurance 
on	the	life	of	the	settlor’s	child.	Although	the	trust	provided	for	
accumulation of trust income, the trustee had the discretion to 
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pay	for	the	benefit	of	the	grandchild	so	much	of	the	net	income	
as	the	trustee	deemed	necessary	and	proper	to	provide	for	the	
support, maintenance and education of the grandchild. The trust 
was to terminate the earlier of the death of the child if the child had 
no descendants, the death of the child’s last lineal descendant or 
five		years	after	the	death	of	the	child.	On	termination,	the	trustee	
is	to	distribute	all	assets	equally	to	the	living	descendants.	The	
child	had	died	and	the	trust	was	set	to	terminate	five	years	later	
with	distribution	to	two	great-grandchildren.	The	beneficiaries	
and trustee obtained a state court order to allow the trust assets 
to	 be	 distributed	 to	 trusts	 for	 each	 great-grandchild.	Each	 of	
the	 new	 trusts	 provided	 for	 the	 distribution	 of	 the	 income	of	
that	 separate	 trust	as	may	be	 reasonably	necessary	 to	provide	
adequately for the health, education, support, and maintenance of 
the	great-grandchild-beneficiary.	Each	beneficiary	had	a	general	
testamentary	power	 of	 appointment	 over	 the	 trust’s	 principal	
and accumulated income. If the power was not exercised, the 
trusts	 passed	 to	 the	 great-grandchild’s	 descendents.	The	 IRS	
ruled	 that	 the	property	 in	 the	modified	 trusts	will	be	 included	
in	each	great-grandchild’s	gross	estate,	for	estate	tax	purposes,	
under	I.R.C.	§	2041(a)(2).	Further,	each	great-grandchild	will	be	
treated as the transferor of the principal of each’s separate trust 
for	GSTT	purposes	 under	 I.R.C.	 §	 2041(a)(2).	Thus,	 because	
the	modifications	did	not	shift	the	vesting	of	a	beneficial	interest	
to	 a	 lower	 generation,	 the	modifications	 did	 not	 subject	 the	
trusts to GSTT. Ltr. Rul. 201521003, Nov. 12, 2014; Ltr. Rul. 
201521004, Nov. 12, 2014.
	 An	irrevocable	trust	was	set	up	prior	to	September	25,	1985	
for the settlor’s grandchild. The trust purchased and maintained 
life insurance on the life of the settlor’s child. Although the 
trust	provided	for	accumulation	of	trust	income,	the	trustee	had	
the	discretion	to	pay	for	the	benefit	of	the	grandchild	so	much	
of the net income as the trustee deemed necessary and proper 
to	 provide	 for	 the	 support,	maintenance	 and	 education	of	 the	
grandchild. The trust was to terminate the earlier of the death of 
the child if the child had no descendants, the death of the child’s 
last	lineal	descendant	or	five		years	after	the	death	of	the	child.	
On termination, the trustee is to distribute all assets equally to 
the	living	descendants	of	the	grandchild.	The	child	had	died	and	
the	trust	was	set	to	terminate	five	years	later	with	distribution	to	
the	grandchild’s	descendants.	However,	the	trust	assets	were	to	
pass to two trusts for the grandchild’s two siblings because the 
grandchild had no descendants. The parties obtained a state court 
order	modifying	the	trust	to	provide	for	distributions	to	two	trusts	
for	the	grandchild’s	siblings	(see	letter	ruling	above).	The	IRS	
ruled	that	the	modification	of	the	trust	would	not	result	in	a	shift	of	
any	beneficial	interest	in	the	trust	to	any	beneficiary	who	occupies	
a	generation	lower	than	the	persons	holding	the	beneficial	interest	
prior	to	the	modification.	Further,	the	modification	of	the	trust	
would	not	extend	the	time	for	vesting	of	any	beneficial	interest	
in	the	trust	beyond	the	period	provided	for	in	the	original	trust.	
Therefore,	the	modification	would	not	cause	the	trust	to	be	subject	
to	GSTT	under	I.R.C.	§	2601.	In	addition,	the	modification	of	the	
trust	would	not	result	in	any	change	in	the	beneficial	interests	of	
the	beneficiaries	and	no	beneficiary	would	be	regarded	as	making	
a	gift	as	a	result	of	the	modification	and	distributions.	Ltr. Rul. 
201521002, Nov. 12, 2014.
FEDERAL INCOME 
TAXATION
 ACCOUNTING METHOD.	On	May	28,	2014,	the	Financial	
Accounting	 Standards	Board	 (FASB)	 and	 the	 International	
Accounting	Standards	Board	(IASB)	announced	new	financial	
accounting	standards	for	recognizing	revenue.		See	FASB	Update	
No.	2014-09,	“Revenue	from	Contracts	with	Customers	(Topic	
606),”	 and	 IASB	 International	 Financial	Reporting	 Standard	
(IFRS)	 15,	 “Revenue	 from	Contracts	with	Customers.”	The	
new	standards	for	the	timing	of	income	for	financial	accounting	
purposes may affect the timing of income for tax accounting 
purposes	 for	many	 taxpayers,	 such	 as	 taxpayers	 (1)	 presently	
using	the	percentage	of	completion	method,	(2)	deriving	income	
from	 the	 provision	 of	 services,	 (3)	 engaging	 in	 bill	 and	 hold	
transactions	for	the	sale	of	goods,	(4)	accounting	for	sales	and	
returns	of	goods,	and	(5)	earning	income	from	warranties.		The	
new standards may affect some industries more than others. 
Comments	on	the	new	standards	have	noted	that	the	software,	
entertainment, manufacturing, and construction industries may be 
particularly affected because the new standards may change the 
timing	of	income	recognition	for	financial	accounting	purposes	
significantly	 for	 these	 industries.	Accounting	method	 changes	
for federal income tax purposes require the permission of the 
IRS	and	 the	new	standards	 raise	 a	number	of	 substantive	 and	
procedural issues for the IRS, including whether the new standards 
are permissible methods of accounting for federal income tax 
purposes, the types of accounting method change requests that 
will result from adopting the new standards, and whether the 
current procedures for obtaining IRS consent to change a method 
of accounting are adequate to accommodate those requests.  See 
section	2.03(1)	&	(2)	of	Rev. Proc. 2015-13, 2015-1 C.B. 419. 
The IRS is seeking comments as to the scope, substance, and form 
of guidance needed by the IRS to respond to the new standards. 
Notice 2015-40, I.R.B. 2015-24.
 DISASTER LOSSES.	 	 On	May	 12,	 2015,	 the	 President	
determined that certain areas in Kentucky are eligible for 
assistance	 from	 the	government	under	 the Disaster Relief and 
Emergency	Assistance	Act	(42	U.S.C.	§	5121)	as a result of a 
severe	winter	storm	which	began	on	March	3,	2015.	FEMA-4218-
DR.		On	May	14,	2015,	the	President	determined	that	certain	areas	
in	West	Virginia	are	eligible	for	assistance	from	the	government	
under the Act as	a	result	of	severe	storms,	flooding	and	landslides	
which began on April 3, 2015. FEMA-4219-DR. On	May	18,	
2015, the President determined that certain areas in West Virginia 
are	eligible	for	assistance	from	the	government	under	the Act as 
a	result	of	severe	storms,	flooding	and	landslides	which	began	
on April 8, 2015. FEMA-4220-DR. Accordingly, taxpayers in 
the	areas	may	deduct	the	losses	on	their	2014	federal	income	tax	
returns.	See	I.R.C.	§	165(i).
 HEALTH INSURANCE.  The IRS has published information 
for employers with 50 or more employees to comply with the 
Affordable	Care	Act.	Some	of	the	provisions	of	the	Affordable	
Care Act, or health care law, apply only to large employers, 
which	are	generally	those	with	50	or	more	full-time	equivalent	
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employees. These employers are considered applicable large 
employers	–	also	known	as	ALEs	–	and	are	subject	to	the	employer	
shared	 responsibility	 provisions	 and	 the	 annual	 employer	
information	return	provisions.	For	example,	in	2016	applicable	
large	 employers	will	 have	 annual	 reporting	 responsibilities	
concerning whether and what health insurance they offered in 
2015	to	their	full-time	employees.	All	employers,	regardless	of	
size,	that	provide	self-insured	health	coverage	must	file	an	annual	
return	reporting	certain	information	for	individuals	they	cover.	
The	first	returns	are	due	to	be	filed	in	2016	for	the	year	2015.	
Effective	for	calendar	year	2015,	ALEs	with	100	or	more	full-time	
or	full-time	equivalent	employees	will	be	subject	to	the	employer	
shared	responsibility	provision	and	therefore	may	have	to	make	
a shared responsibility payment. This applies to employers that 
do	 not	 offer	 adequate,	 affordable	 coverage	 to	 their	 full-time	
employees and one or more of those employees gets a premium 
tax	 credit.	The	 employer	 shared	 responsibility	 provisions	will	
be phased in for smaller ALEs from 2015 to 2016.  Calculating 
the number of employees is especially important for employers 
that	have	close	to	50	employees	or	whose	workforce	fluctuates	
throughout the year. To determine its workforce size for a year, 
an	 employer	 adds	 its	 total	 number	of	 full-time	 employees	 for	
each	month	of	the	prior	calendar	year	to	the	total	number	of	full-
time	equivalent	employees	for	each	calendar	month	of	the	prior	
calendar	year	and	divides	that	total	number	by	12.	Employers	with	
more	than	50	cannot	purchase	health	insurance	coverage	for	its	
employees	through	the	Small	Business	Health	Options	Program	
(SHOP)	Marketplace.	However,	employers	that	have	exactly	50	
employees	can	purchase	coverage	for	their	employees	through	
the	SHOP.	For	more	 information,	visit	 the	“Determining	 if	an	
Employer is an Applicable Large Employer” page on www.IRS.
gov/aca.	Health Care Tax Tip 2015-32.
 PENALTIES. The taxpayer correctly reported income tax 
liability and claimed a refund based on income tax withheld, an 
earned	income	credit(EIC),	and	an	American	opportunity	credit	
(AOC).	Upon	examination,	the	IRS	determined	that	the	taxpayer	
was	not	entitled	to	the	AOC	because	the	taxpayer	paid	all	qualified	
education expenses with scholarships and grants. Disallowance 
of	the	American	Opportunity	Credit	resulted	in	a	deficiency.	The	
IRS	also	assessed	a	20	percent	I.R.C.	§	6676	penalty	against	the	
taxpayer	as	a	result	of	a	claim	for	refund	in	an	excessive	amount.	
In	a	Chief	Counsel	Advice	letter,	the	IRS		stated	“Section	6676	
does	not	apply	where	the	excessive	refund	or	credit	was	claimed	
pursuant	to	section	32,	the	Earned	Income	Credit	(EIC).	Id. It is 
also inapplicable to any part of a claim for refund or credit that 
is	subject	to	the	accuracy-related	penalty	under	section	6662,	the	
understatement penalty on reportable transactions under section 
6662A, or the fraud penalty under section 6663.” The IRS held 
that, because a disallowed refund attributable to an erroneously 
claimed	refundable	credit	is	part	of	the	deficiency	determination,	
any	 I.R.C.	 §	 6676	penalty	 on	 the	 disallowed	 refund	will	 also	
depend	on	the	deficiency	determination;	therefore,	the	deficiency	
procedures	apply	to	the	I.R.C.	§	6676	penalty.	The	IRS	also	noted	
that	“The	section	6662	accuracy-related	penalty	does	not	apply	
to this taxpayer because that penalty only applies where there 
is	an	underpayment	of	tax.	Treas.	Reg.	§	1.6664-2(a)	defines	an	
underpayment of income tax as the excess of the amount of income 
tax	imposed	under	Subtitle	A	over	the	excess	of	(A)	the	sum	of	(i)	
the amount shown as the tax by the taxpayer on his return, plus 
(ii)	amounts	not	so	shown	but	previously	assessed	(or	collected	
without	assessment),	over	(B)	the	amount	of	rebates	made.	This	
definition	may	also	be	expressed	as	a	formula:	W	-	(X	+	Y	–	Z),	
where	W	is	the	amount	of	income	tax	imposed;	X	is	the	amount	
shown	as	the	tax	on	the	taxpayer’s	return;	Y	is	the	amount	not	so	
shown	but	previously	assessed	(or	collected	without	assessment);	
and	Z	is	the	amount	of	any	rebates	made.		Under	the	Tax	Court’s	
opinion in Rand v. Commissioner, 141 T.C. 376 (2103),	the	value	
of	X,	the	amount	of	tax	shown	on	the	taxpayer’s	return,	cannot	be	
reduced below zero as a result of disallowed refundable credits. 
.	.	.	Because	no	underpayment	exists,	the	section	6662	penalty	
cannot apply.” CCA 201520005, Jan. 15, 2015.
 RETURNS. The IRS has issued guidance for determining 
the	filing	date	 for	 federal	 returns	 and	 estimated	payments	 for	
taxpayers	in	Massachusetts.	The	District	of	Columbia	observes	
Emancipation Day on Friday, April 15 when April 16 is a 
Saturday.	This	would	make	Monday,	April	18,	the	ordinary	due	
date	 for	filing	 income	 tax	 returns.	However,	 in	 this	 situation,	
Monday,	April	18,	 is	 the	 third	Monday	 in	April,	 the	date	 that	
Massachusetts	 and	Maine	 observe	 Patriots’	 Day.	 Because	
residents	of	Massachusetts	and	Maine	may	elect	to	hand	carry	
their	income	tax	returns	to	their	local	IRS	offices,	taxpayers	have	
until the next succeeding day that is not a Saturday, Sunday, or 
legal	 holiday	 to	file	 income	 tax	 returns.	Thus,	Massachusetts	
taxpayers	have	until	Tuesday,	April	19,	to	file	their	income	tax	
return.	Massachusetts	taxpayers	are	required	to	make	installment	
payments of estimated income tax to a depository in Hartford, 
Connecticut,	a	state	in	which	the	third	Monday	in	April	is	not	a	
statewide	legal	holiday.	Accordingly,	a	Massachusetts	taxpayer	
must	make	the	first	installment	payment	of	estimated	tax	on	or	
before	the	ordinary	due	date	for	income	tax	returns	for	the	filing	to	
be	timely.	The	fact	that	a	taxpayer	is	a	resident	of	Massachusetts,	
a	state	in	which	the	third	Monday	in	April	is	a	statewide	legal	
holiday,	has	no	effect	on	a	Massachusetts	 taxpayer’s	due	date	
for	 payment	 of	 the	 first	 installment	 of	 estimated	 tax.	Thus,	
Massachusetts	 taxpayers	must	 pay	 their	 first	 installment	 of	
estimated income tax on or before April 18. Rev. Rul. 2015-13, 
I.R.B. 2015-22.
SAFE HARBOR IN TEREST RATES
June 2015
	 Annual	 Semi-annual	 Quarterly	 Monthly
Short-term
AFR	 	 0.43	 0.43	 0.43	 0.43
110	percent	AFR	 0.47	 0.47	 0.47	 0.47
120 percent AFR 0.52 0.52 0.52 0.52
Mid-term
AFR  1.60 1.59 1.59 1.58
110	percent	AFR		 1.76	 1.75	 1.75	 1.74
120 percent AFR 1.92 1.91 1.91 1.90
  Long-term
AFR	 2.50	 2.48	 2.47	 2.47
110 percent AFR  2.75 2.73 2.72 2.71
120 percent AFR  3.00 2.98 2.97 2.96
Rev. Rul. 2015-14, I.R.B. 2015-22.
 
time but those statements were not alleged to be false. Salas v. 
Wellington Equine Associates, 2015 U.S. Dist. LEXIS 38477 
(S.D. Fla. 2015).
FARM ESTATE AND 
BUSINESS PLANNING
by Neil E. Harl
18th Edition (2014)
	 The	Agricultural	Law	Press	is	honored	to	publish	the	revised	
18th Edition of Dr. Neil E. Harl’s excellent guide for farmers 
and ranchers who want to make the most of the state and federal 
income	and	estate	tax	laws	to	assure	the	least	expensive	and	most	
efficient	transfer	of	their	estates	to	their	children	and	heirs.		The	
18th	Edition	includes	all	new	income	and	estate	tax	developments	
from the 2012 tax legislation and Affordable Care Act through 
2014.
	 We	 also	offer	 a	PDF	version	 for	 computer	 and	 tablet	 use	 for	
$25.00.
 Print and digital copies can be ordered directly from the Press 
by	sending	a	check	for	$35	(print	version)	or	$25	(PDF	version)	to	
Agricultural Law Press, 127 Young Rd., Kelso, WA 98626. Please 
include	your	e-mail	address	if	ordering	the	PDF	version	and	the	
digital	file	will	be	e-mailed	to	you.
 Credit card purchases can be made online at www.agrilawpress.
com	or	by	calling	Robert	at	360-200-5666	in	Kelso,	WA.
 For more information, contact robert@agrilawpress.com. 
AGRICULTURAL TAX SEMINARS
by Neil E. Harl
 See the back page for information about these seminars.  Here are 
the cities and dates for the seminars this spring and summer 2015:
  June 16-17, 2015	-	Eastland	Suites,	Bloomington,	IL
  June 18-19, 2015	-	Holiday	Inn,	Indianapolis,	IN
  August 24-25, 2015	-	Holiday	Inn,	Council	Bluffs,	IA
  August 27-28, 2015	-	Quality	Inn,	Ames,	IA
  September 3 & 4, 2015	-	Truman	State	University,
					Kirksville,	MO
  September 14 & 15, 2015	-	Courtyard	Hotel,
					Moorhead,	MN
  September 17 & 18, 2015	-	Ramkota	Hotel,	Sioux	Falls,	SD
  September 28 & 29, 2015	-	Holiday	Inn,	Rock	Island,	IL
  October 13 & 14, 2015	-	Atrium	Hotel,	Hutchinson,	KS
 Each seminar will be structured the same as described on the 
back	cover	of	this	issue.	More	information	will	be	posted	on	www.
agrilawpress.com and in future issues of the Digest.
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NEGLIGENCE
 FARM WORKER. The	plaintiff	was	 injured	while	 helping	
the plaintiff’s father load hay from a stack onto a sleigh.  As the 
plaintiff grabbed a bale, the strings binding it broke and the plaintiff 
fell onto the sleigh. The farm was owned by a family trust created 
by the father. The plaintiff sued the trust for negligence, claiming 
that	the	trust	was	negligent	in	failing	to	provide	a	safe	workplace,	
failing	to	warn	of	unsafe	conditions,	and	failing	to	provide	safety	
training	or	equipment.	The	trial	court	granted	summary	judgment	
on	two	grounds:	(1)	the	plaintiff	was	not	an	employee	and	was	not	
owed	a	duty	of	care	as	an	independent	contractor;	and	(2)	the	trust	
did not owe the plaintiff any duty of care to protect the plaintiff 
from dangers of which it was not aware, such as the broken string. 
On	appeal	the	appellate	court	affirmed	but	on	different	grounds.	
The	court	held	that,	even	if	the	trust	owed	a	duty	of	care	to	the	
plaintiff, the plaintiff failed to show that the trust breached any 
duty.	The	noted	that	the	plaintiff	presented	no	evidence	indicating	
that	 a	 reasonable	 person	would	have	 acted	differently	 than	 the	
trust at any time leading up to the accident, although the plaintiff 
argued	that	things	could	have	been	done	more	safely.	In	addition,	
the court pointed to the plaintiff’s own testimony that the loading 
of the bales was done the same way for all the plaintiff’s life and 
that bale strings had broken many times before. Finally, the court 
noted	that	the	plaintiff	did	not	provide	evidence	of	safety	standards	
and practices in the farm community. The court held that summary 
judgment	for	the	defendant	was	proper.	Johnson v. Dale C. and 
Helen W. Johnson Family Revocable Trust, 2015 Wy. LEXIS 
47 (Wy. 2015).
 
VETERINARIANS
 FRAUDULENT MISREPRESENTATION. The plaintiff hired 
the	defendant	veterinarian	 to	perform	surgery	on	 the	plaintiff’s	
horse’s leg. Although the procedure was successful, the horse 
developed	laminitis,	resulting	in	lengthy	and	expensive	treatment	
by	another	veterinarian.	Although	the	horse	survived,	 the	horse	
was	no	longer	fit	for	jumping,	the	plaintiff’s	primary	use	for	the	
horse. The plaintiff sued for fraudulent misrepresentation in that 
the	 defendant	misrepresented	 the	 services	 it	 could	 reasonably	
provide.	Under	the	Federal	Rules	of	Civil	Procedure,	Rule	9(b),	
a	 complaint	 alleging	 fraud	must	 set	 forth	 (1)	 precisely	what	
statements were made in what documents or oral representations 
or	what	omissions	were	made,	and	(2)	the	time	and	place	of	each	
such statement and the person responsible for making (or, in the 
case	of	omissions,	not	making)	same,	and	(3)	the	content	of	such	
statements and the manner in which they misled the plaintiff, and 
(4)	what	the	defendants	obtained	as	a	consequence	of	the	fraud.	
The court granted the defendant’s motion to dismiss for failure 
to state a claim, because the plaintiff failed to identify any false 
statements made by the defendant. The complaint mentioned only 
statements by an assistant that the operation was taking too much 
  
 
AGRICULTURAL TAX SEMINARS
by Neil E. Harl
  Join us for expert and practical seminars on the essential aspects of agricultural tax law. Gain insight and understanding from one of the country’s 
foremost authorities on agricultural tax law.  The seminars will be held on two days from 8:00 am to 5:00 pm. Registrants may attend one or both 
days.	On	the	first	day,	Dr.	Harl	will	speak	about	farm	and	ranch	estate	and	business	planning.	On	the	second	day,	Dr.	Harl	will	cover	farm	and	ranch	
income	tax.	Your	registration	fee	includes	written	comprehensive	annotated	seminar	materials	for	the	days	attended	and	lunch.		A	discount	($25/day)	
is	offered	for	attendees	who	elect	to	receive	the	manuals	in	PDF	format	only	(see	registration	form	online	for	use	restrictions	on	PDF	files).
See Page 95 above for a list of cities and dates for Spring and Summer 2015
The topics include:
  
The	seminar	registration	fees	for	each	of	multiple	registrations	from	the	same	firm	and	for	current subscribers to the Agricultural Law 
Digest, the Agricultural Law Manual, or Farm Estate and Business Planning	are	$225	(one	day)	and	$400	(two	days).		The	early-
bird registration fees for nonsubscribers	are	$250	(one	day)	and	$450	(two	days).	Nonsubscribers	may	obtain	the	discounted	fees	by	
purchasing any one or more of our publications. See www.agrilawpress.com for online book and newsletter purchasing.
	 Contact	Robert	Achenbach	at	360-200-5666,	or	e-mail	Robert@agrilawpress.com	for	a	brochure.
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	 Corporate-to-LLC	conversions
 New regulations for LLC and LLP losses
Closely Held Corporations
	 State	anti-corporate	farming	restrictions
	 Developing	the	capitalization	structure
	 Tax-free	exchanges
 Would incorporation trigger a gift because of
	 	 severance	of	land	held	in	joint	tenancy?
	 “Section	1244”	stock
    Status of the corporation as a farmer
 The regular method of income taxation
 The Subchapter S method of taxation, including
	 	 the	“two-year”	rule	for	trust	ownership	of
  stock
 Underpayment of wages and salaries
Financing, Estate Planning Aspects and Dissolution
  of Corporations
	 Corporate	stock	as	a	major	estate	asset
 Valuation discounts
 Dissolution and liquidation
 Reorganization
 Entity Sale
 Stock redemption
Social Security
			In-kind	wages	paid	to	agricultural	labor	
Second day
FARM INCOME TAX
New Legislation
Reporting Farm Income
	 Constructive	receipt	of	income
 Deferred payment and installment payment
	 	 arrangements	for	grain	and	livestock	sales
 Using escrow accounts
 Payments from contract production
 Items purchased for resale
 Items raised for sale
 Leasing land to family entity
 Crop insurance proceeds
	 Weather-related	livestock	sales
	 Sales	of	diseased	livestock
	 Reporting	federal	disaster	assistance	benefits
 Gains and losses from commodity futures, 
  including consequences of exceeding the
  $5 million limit
Claiming Farm Deductions
	 Soil	and	water	conservation	expenditures
 Fertilizer deduction election
 Depreciating farm tile lines
 Farm lease deductions
 Prepaid expenses
	 Preproductive	period	expense	provisions
 Regular depreciation, expense method
  depreciation, bonus depreciation 
	 Repairs	and	Form	3115;	changing	from	accrual
  to cash accounting
 Paying rental to a spouse
 Paying wages in kind
 PPACA issues including scope of 3.8 percent tax
Sale of Property
 Income in respect of decedent
 Sale of farm residence
 Installment sale including related party rules
	 Private	annuity
	 Self-canceling	installment	notes
 Sale and gift combined.
Like-Kind Exchanges
	 Requirements	for	like-kind	exchanges
	 “Reverse	Starker”	exchanges
					What	is	“like-kind”	for	realty
 Like-kind	guidelines	for	personal	property	
    Partitioning property
    Exchanging partnership assets
Taxation of Debt
	 Turnover	of	property	to	creditors
 Discharge of indebtedness
 Taxation in bankruptcy.
First day
FARM ESTATE AND BUSINESS PLANNING
New Legislation 
Succession planning and the importance of
 fairness
The Liquidity Problem
Property Held in Co-ownership
	 Federal	estate	tax	treatment	of	joint	tenancy
	 Severing	joint	tenancies	and	resulting	basis
	 Joint	tenancy	and	probate	avoidance
 Joint tenancy ownership of personal property
 Other problems of property ownership
Federal Estate Tax
 The gross estate
	 Special	use	valuation
 Property included in the gross estate
	 Traps	in	use	of	successive	life	estates
	 Basis	calculations	under	uniform	basis	rules
 Valuing growing crops
 Claiming deductions from the gross estate
	 Marital	and	charitable	deductions
 Taxable estate
 The applicable exclusion amount
	 Unified	estate	and	gift	tax	rates
 Portability and the regulations
 Federal estate tax liens
	 Undervaluations	of	property
Gifts
	 Reunification	of	gift	tax	and		estate	tax
 Gifts of property when debt exceeds basis 
Use of the Trust
The General Partnership
 Small partnership exception
	 Eligibility	for	Section	754	elections
Limited Partnerships
Limited Liability Companies
	 Developments	with	passive	losses
